16.405-2

target cost. If a high maximum fee is
negotiated, the contract shall also pro-
vide for a low minimum fee that may
be a zero fee or, in rare cases, a nega-
tive fee.

(c) Limitations. No cost-plus-incen-
tive-fee contract shall be awarded un-
less all limitations in 16.301-3 are com-
plied with.

[48 FR 42219, Sept. 19, 1983. Redesignated at
62 FR 12696, Mar. 17, 1997, as amended at 62
FR 44815, Aug. 22, 1997]

16.405-2 Cost-plus-award-fee
tracts.

(a) Description. A cost-plus-award-fee
contract is a cost-reimbursement con-
tract that provides for a fee consisting
of (1) a base amount fixed at inception
of the contract and (2) an award
amount that the contractor may earn
in whole or in part during performance
and that is sufficient to provide moti-
vation for excellence in such areas as
quality, timeliness, technical inge-
nuity, and cost-effective management.
The amount of the award fee to be paid
is determined by the Government’s
judgmental evaluation of the contrac-
tor’s performance in terms of the cri-
teria stated in the contract. This deter-
mination and the methodology for de-
termining the award fee are unilateral
decisions made solely at the discretion
of the Government.

(b) Application. (1) The cost-plus-
award-fee contract is suitable for use
when—

(i) The work to be performed is such
that it is neither feasible nor effective
to devise predetermined objective in-
centive targets applicable to cost,
technical performance, or schedule;

(if) The likelihood of meeting acqui-
sition objectives will be enhanced by
using a contract that effectively moti-
vates the contractor toward excep-
tional performance and provides the
Government with the flexibility to
evaluate both actual performance and
the conditions under which it was
achieved; and

(iii) Any additional administrative
effort and cost required to monitor and
evaluate performance are justified by
the expected benefits.

(2) The number of evaluation criteria
and the requirements they represent
will differ widely among contracts. The

con-

48 CFR Ch. 1 (10-1-06 Edition)

criteria and rating plan should moti-
vate the contractor to improve per-
formance in the areas rated, but not at
the expense of at least minimum ac-

ceptable performance in all other
areas.
(3) Cost-plus-award-fee  contracts

shall provide for evaluation at stated
intervals during performance, so that
the contractor will periodically be in-
formed of the quality of its perform-
ance and the areas in which improve-
ment is expected. Partial payment of
fee shall generally correspond to the
evaluation periods. This makes effec-
tive the incentive which the award fee
can create by inducing the contractor
to improve poor performance or to con-
tinue good performance.

(c) Limitations. No cost-plus-award-
fee contract shall be awarded unless—

(1) All of the limitations in 16.301-3
are complied with; and

(2) The contract amount, perform-
ance period, and expected benefits are
sufficient to warrant the additional ad-
ministrative effort and cost involved.

[48 FR 42219, Sept. 19, 1983. Redesignated at
62 FR 12696, Mar. 17, 1997; 63 FR 34073, June
22, 1998; 64 FR 72449, Dec. 27, 1999]

16.406 Contract clauses.

(a) Insert the clause at 52.216-16, In-
centive Price Revision—Firm Target,
in solicitations and contracts when a
fixed-price incentive (firm target) con-
tract is contemplated. If the contract
calls for supplies or services to be or-
dered under a provisioning document
or Government option and the prices
are to be subject to the incentive price
revision under the clause, the con-
tracting officer shall use the clause
with its Alternate I.

(b) Insert the clause at 52.216-17, In-
centive Price Revision—Successive
Targets, in solicitations and contracts
when a fixed-price incentive (succes-
sive targets) contract is contemplated.
If the contract calls for supplies or
services to be ordered under a provi-
sioning document or Government op-
tion and the prices are to be subject to
incentive price revision under the
clause, the contracting officer shall use
the clause with its Alternate I.

(c) The clause at 52.216-7, Allowable
Cost and Payment, is prescribed in
16.307(a) for insertion in solicitations
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and contracts when a cost-plus-incen-
tive-fee contract or a cost-plus-award-
fee contract is contemplated.

(d) The clause at 52.216-10, Incentive
Fee, is prescribed in 16.307(d) for inser-
tion in solicitations and contracts
when a cost-plus-incentive-fee contract
is contemplated.

(e) Insert an appropriate award-fee
clause in solicitations and contracts
when an award-fee contract is con-
templated, provided that the clause—

(1) Is prescribed by or approved under
agency acquisition regulations;

(2) Is compatible with the clause at
52.216-7, Allowable Cost and Payment;
and

(3) Expressly provides that the award
amount and the award-fee determina-
tion methodology are unilateral deci-
sions made solely at the discretion of
the Government.

[48 FR 42219, Sept. 19, 1983. Redesignated and
amended at 62 FR 12696, Mar. 17, 1997; 64 FR
72449, Dec. 27, 1999]

Subpart 16.5—Indefinite-Delivery
Contracts

16.500 Scope of subpart.

(a) This subpart prescribes policies
and procedures for making awards of
indefinite-delivery contracts and estab-
lishes a preference for making multiple
awards of indefinite-quantity con-
tracts.

(b) This subpart does not limit the
use of other than competitive proce-
dures authorized by part 6.

(c) Nothing in this subpart restricts
the authority of the General Services
Administration (GSA) to enter into
schedule, multiple award, or task or
delivery order contracts under any
other provision of law. Therefore, GSA
regulations and the coverage for the
Federal Supply Schedule program in
subpart 8.4 and part 38 take precedence
over this subpart.

(d) The statutory multiple award
preference implemented by this sub-
part does not apply to architect-engi-
neer contracts subject to the proce-
dures in subpart 36.6. However, agen-
cies are not precluded from making
multiple awards for architect-engineer
services using the procedures in this
subpart, provided the selection of con-

16.501-2

tractors and placement of orders are
consistent with subpart 36.6.

[65 FR 24318, Apr. 25, 2000]

16.501-1 Definitions.

As used in this subpart—

Delivery order contract means a con-
tract for supplies that does not procure
or specify a firm quantity of supplies
(other than a minimum or maximum
quantity) and that provides for the
issuance of orders for the delivery of
supplies during the period of the con-
tract.

Task order contract means a contract
for services that does not procure or
specify a firm quantity of services
(other than a minimum or maximum
quantity) and that provides for the
issuance of orders for the performance
of tasks during the period of the con-
tract.

[60 FR 49725, Sept. 26, 1995, as amended at 65
FR 24318, Apr. 25, 2000]

16.501-2 General.

(@) There are three types of indefi-
nite-delivery contracts: Definite-quan-
tity contracts, requirements contracts,
and indefinite-quantity contracts. The
appropriate type of indefinite-delivery
contract may be used to acquire sup-
plies and/or services when the exact
times and/or exact quantities of future
deliveries are not known at the time of
contract award. Pursuant to 10 U.S.C.
2304d and section 303K of the Federal
Property and Administrative Services
Act of 1949, requirements contracts and
indefinite-quantity contracts are also
known as delivery order contracts or
task order contracts.

(b) The various types of indefinite-de-
livery contracts offer the following ad-
vantages:

(1) All three types permit (i) Govern-
ment stocks to be maintained at min-
imum levels and (ii) direct shipment to
users.

(2) Indefinite-quantity contracts and
requirements contracts also permit (i)
flexibility in both quantities and deliv-
ery scheduling and (ii) ordering of sup-
plies or services after requirements
materialize.

®3) Indefinite-quantity  contracts
limit the Government’s obligation to
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